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Senator Duff, Representative Tong, and Members of the Transportation Committee,

My name is Beth Bye, State Senator for the 5™ district, representing West Hartford,
Farmington, Burlington and Bloomfield. I am here today to testify in support of Senate
Bill 358, which will increase savings rates by the under-banked population of our state.

I recently became aware of a program in the state of Michigan in which a group of credit
unions joined together to offer a unique share certificate. Individuals who invested in the
certificate and met the terms of the certificate (mainly monthly deposits) were entered
into small monthly drawings and one large annual drawing for a cash prize. The program
was considered so successful in Michigan that the eight credit union pilot program has
expanded to a full, ongoing program with over three dozen credit unions participating.

Statistics from the Michigan program show that, out of about six thousand participants in
the pilot, two-thirds had incomes of under $60,000 per year. Moreover, 44% had incomes
of under $40,000 per year. More striking is that 65% of the participants in the program
did not have a college degree. These statistics spell out that an incentive-based savings
certificate can indeed encourage savings amongst the very populations most in need of
building up emergency funds and nest eggs.

I believe there are other reasons to support SB 358. Connecticut charted credit unions
have stronger ties to the local community then do the major banks with national
footprints. Many have strong programs and policies to encourage responsible lending and
local economic development. In many cases, account fees are lower or don’t exist, These
are the types of organizations in which we should be encouraging first time savers to park
their money.

Finally, I would like to request that there be a clarification to the bill, to make sure that
multiple credit unions could join together to offer the same product, and pool their
funding as they did in Michigan, to offer the incentives envisioned under the bill.

Thank You. I look forward to your questions.
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Saving for a Chance to Win ;

alional savings rates have been creeping higher—from

B below zero in 2005 up to 5 percent in July 201 1—with

B more consumers saving as talny days continue. Money

¥ managets recommend consumers have at least theee to six
d months of mandatory expenses saved in case of an emer-
gency.

To encourage people to save, a few financial institutions have been
offering prizes with savings programs to test whether a chance to win
will motivate consumers.

Hight Michigan credit unions, the Doorways to Dreams Fund, the
Filene Research Institute and the Michigan Credit Union League began
a program called Save to Win, [n 2009, account holders could earn
chances to win eash prizes by making manthly deposits of at least $25
into a one-year federaliy insured share cerlificate, similartoa certificate of
deposit. Prizes included a $100,000 jackpot, and sialter monthly cash prizes,
in addition to the intercst or dividend payments on the savings certificate. Over
the course of 11 months, about 11,500 Michigan residents saved more than $8.5
miltion. In 2010, the program expanded to 19 credit unions, and it continues to
grow. Michigan was chosen to pilot the Save to Win program because its law
already altowed credit unions to hold promotional savings raffles.

The idea is spreading, Since 2009, fawmakers in six states—Maine, Maryland,
Nebraska, North Carolina, Rhode Island and Washinglon—
have passed laws to allow credit unions and other
financial Institutions to hold promotional savings
raffles, A problem hotding up these efforis is a
federal law that prevents banks, but not credit
unions, from conducting raffles, resulting in
opposition from banking associations in some
states, The Jaws in Maine, Maryland and Wash-
ington apply 1o all financial institutions, while the
jaws in Nebraska, North Carolina and Rhode Island
apply to credil unions.

Last year, JPMorgan Chase Bank held a “Dou-
ble Your Money” deposit sweepstakes, which
offered savings account customers the chance to
double their money, up lo a maximum of $5,000
and nonaccount holdess, a chance at a $5,000
check. Participants did not have to have an account
at the bank to be eligible to win, which exempted
the sweepstakes from the federal law. To partici-
pate, a person could make a minimum deposit of
$1,000 into a savings account, establish an automatic
deposit of $100 or more into a savings account, or sub-
mit an entry card by mail, if not an account helder,
—Heather Morton
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FOREWORD

Peter Tufano, Sylvan C. Coleman Professor of Financial Management, Harvard Business School and Chairman
and Co-Founder, Doorways to Dreams Fund and Filene Research Fellow, The Fllene Research Institute,

Save o Win's success In halping Michigan residents
to save Is a positive sign in a troubled economy. In
a world where financial innovation is a dirty word,
financial Institutions' reputations are tarnished, and
cooperation among credit unions is more theoretical
than realized, a remarkable partnership has produced
a new and exciting way to save. In communities dev-
astated by the downturn in the national economy,
exacerbated by deep cuts in the auto industry, high
ungmployment rates, and depressed local condi-
tions, thousands of individuals have chosen to “save
o win". While one Michigan woman was the “winnsr”
of a $100,000 grand prize, all of the other 11,6686 par-
ficipants in the program were winners —putting away
over $8 million to fund future dreams and to cope with
emergencies.

Save to Win's success, while gratifying, was quite
predictabla. Over the past few years, | and a few oth-
ers have been studying lottery-linked or prize-linked
savings structures. Historians have written about
how schemes combining lotteries with savings have
been used successiully for over 300 years. Econo-
mists have catalogued these products, and stud-
ied the factors that make them atiractive to-savers.
Behavioral researchers have writien about how this
type of payctf seems almost tailor-made to match
known decision-making biases. Business researchers
have documented how flrms design and market these
products successfully. All of this work leads to one
conclusion: a well designed and implemented prize-

linked program will have great appeal, You don't need’

a Ph.D. to understand this appeal; the marketing
slogan for a South African variant of this product sim-
plified the consumer value proposition o six words:
“Everything to gain, nothing to lose.”

| have worked on a few projects of this sort, and of-
ten practical roadblocks prevent them from coming
to fruition. While the theoretical potential of prize-
linked savings may bs substantial, bringing a project
like this to life is hard work, especially when facing a
host of barriers, Including outright legal prohibitions
and the need lo create a collaborative model to gain

scale. While | sometimes get credited for Save to Win,
it was the insights, dedication, and tolt of a remark-
able partnership that gave Michigan savers this new
way to save. In particular, | am proud of Doorways
to Dreams Fund, the Filene Research Institute, the
Michigan Credit tnion League, the eight participating
eredit unions, and the Center for Financial Services
Innovation.

The'appeal of prize-finked savings is completely un-
derstandable. In 2008, U.S. lottery sales were $60.8
billlen In the 42 states; Washington, 0.C.; and Puerto
Rico where they were offered.! Spread out over the
112.4 million households in the entire U.S., this was
$540 per household. In the same year, American
households spent $430 per household on all dairy
products, and $444 on alcohol.2 We buy more lottery
tickets than milk or beer. it's a stunning testament to
the power of excitement and optimism to drive con-
sumption. Save to Win merely harnesses this same
energy to fuel savings.

There's a fot we don't know yet about prize-linked
savings: Is it sustainable over long periods of time?
What spending activity does it displace? But Save to
Win has provided us with tentative answers to two
core auestions: '

- Are Americans today like people all over the
globe and throughout history who have found
this an attractive product? Yes.

- Can  credit unions work together to bring this
product to eager savers? Yes,

Savings is hard work, and bringing new savings prod-
ucts to life Is hard too, Bravo to Michigan savers and
the Save to Win team for showing us a way to maks
savings exciting.

Peter Tufano
March 1, 2010

1 hitp:liwww.naspl.org/index.cfm?fuseaction=content&Pagel
D=3&PageCategory=3
2 hitp:ifwww.bls.govicex/2008/Standardfage.pdf

Save to Win: 2360 f o=t irorst Resds B
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EXECUTIVE SUMMARY

Despite the strong record of Prize-linked Savings
{PLS} accounts historlcally and Internationally, until
vary recently, only 2 handfut of U.S. financial Institu-
tlons had encouraged savings by linking chances o
win prizes with the act of making a deposit. With the
introduction of the Save to Win product in the state

- of Michigan In 2008, eight credit unions have now
demonsirated that the possibility of winning — both a
large $100,000 annuat jackpot and a rangs of regu-
larly awarded smalter prizes — does encourage pecple
{o save mongy.

After eleven months, over 11,500 Michigan residents
opened and saved $8.5 milliocn in Save to Win®
PLS accounts. The project sponsors — Doorways to
Dreams (D2D) Fund, the Filene Resesarch Institute and
the Michigan Credit Union League — have examined
data from the initial year of the pilot and identified
sevaral important findings:

- Strong demand for PLS accounts exists among
credit union members.

- Saving balances grow over time, though growth
sfows as accounts age.

~ PL.S products can attract financially vulnerable
consumers, and positively impact their saving
levels,

- A "prize-linked"” account attracts lottery players
and may redirect lottery consumption into
savings.

- Centain PLS product features appear to attract
first-time savers.

- Monthly prizes have great potential to motivate
Individuals to save consistently.

In addition, the project’s sponsors have drawn severai
lessons from the Save to Win experience, including:

- The public policy that allowed savings promo-
tional raffles in Michigan works,

- "Winning” Is a powerful and motivating experi-
ence for savers and prospective savers.

- An “Incubator” approach can bring prize-linked
savings to life.

- The credit unfon industry Is well suited to incu-
bate and scale a prize-linked savings product.

- Save to Win does an excellent job of getting the
attention of both savers and non-savers, but
further experimentation and study Iis needed to
develop sustained, consistent savings habits
among account holders.

- A large headline prize matters,

- Sales training and sales Incentives are low-cost,
effective means to generate strong take-up of
Save to Win.

- Promoting a new PLS product requires a
thoughtful marketing plan to generate excite-
ment.

Credit unions that voluntesred to offer Save to Win
in 2009 have had positive experiences, as the CEOs
of several Institutions testify. While work remains to
enhance and scale the Michigan experience, basic
questions unanswered before the pilot have now
been settled. People like and want a PLS product, es-
pecially population segments that are harder to reach
and may benefit most from saving monsy. Equally im-
portant, the ldea of several credit unions banding to-
gether 1o offer a PLS product is fruitful and effective,

Save 1o Win: 2208 [l Frozot Recin [T




INTRODUCTION

Armericans have a fong history of saving money. Ben
Franklin famously admonished his countrymen that "a
penny saved is a penny earned,” while early Puritan
settlers viewed thrift as a virtue and wealth as a sign of
divine favor. Even in the twentieth century, Americans
retained their ability to save. During the Second World
War, more than $54.4 miliion was saved in a relatively
new financial product, the U.S. Savings Bond.® And
as late as the 1980s, it was a rare homebhuyer who
had not saved up a down payment equal to ane-fifth
of the value of the home he/she wished to purchase.

Despite this long history of thrift, over the past two
decades saving has fallen out of fashion among
Americans. In fact, in onhe recent calendar quarter,
the national savings rate actually dipped below ze-
ro.* More recently, as the current recession has taken
hold and frightened Americans about their econcmic
secutity, the savings rate has begun to climb. But it is
too early to know if this newly rediscovered emphasis
on saving is a fleeting response to economic uncer-
tainty or a permanent shift in behavior. Likewise, we
do not yet know if saving has picked up across the
income spectrum or, as sesms likely in a recession,
much more so among thoss with higher Incomes.

Regardless, it is reasonabis to believe that the need
for American families to save more is not flesting.
Savings has and wilt continue to play & critical role in
insulating people from financlal shocks, helping them
make important purchases and providing an alterna-
tive to costly credit. At a time when jobs are disap-
pearing and workers' hours are being cut, families’
needs for reserve funds are, if anything, even morg
proenounced. The time is right for America to return
to a saving culture, both to shore up households' fi-
nances and to strengthen the naticn’s economy as a
whole. But how?

3 “A History of the United Stafes Savings Bond,” U.5. Sav-
ings Bond Division, Department of the Treasury, 1881.
http:/fwww. treasurydirect.govfindlviresearch/history fhis-
tory_sb.pdf.

4 Federal Reserve Bank of St. Louifs. http://liber8.stloulsfed.
orginewsletter/2007/200710.pdf.

B Save to Wins TB0T P insl Binieol Pesuite

Saving money generally requires an affirmative choice,
a decision to set aside some incoms — and, as a re-
sult, to hava that much 1ess io spend on iite’s neces-
sities and luxuries, i we are to influence consumers’
spending and saving choices, we should start by ana-
lyzing the factors that shape this choice., For many of
us, the benefits of saving money are long-term and
abstract, while the reward for spending money is tan-
gible and immediate gratification. Perhaps the way
forward, then, is to infuse the act of saving money
with some instant, visceral payback — some excite-
ment, anticipation and allure. Then a well-intentioned
consumar might face a spending / saving choice with
more balance, with a bit of gratification embedded in
either act.

This basic Insight about the power of incentives is

not new, For centuries, financlers have known lotter-
ies and raffles are a useful tool to raise capital for
everything from private ventures to public works to
renowned universities. More recently, the element of
chance and an opportunity to win prizes have helped
make prize-linked savings (PLS} products successful
in countries around the globe. The Premium Bonds
program in the United Kingdom, for instance, has a
fifty-year history of helping Britons save. With well
over 20 million people holding more than 26 billion
pounds worth of Premium Bonds, the program is an
ostablished institution.> A similar story can be told
about PLS products in other couniries from Sweden
to the United Arab Emirates.

The appeal of prize-linked savihg only seems 10 In-
crease when one considers how popular America's
42 state iotterles are today. By one estimate, there
are mora than 200,000 places to buy a loftery ticket
in this country. In turn, 57% of adults are playing the
lottery to the tune of $53.2 bilion per year.® Equally
significant, as much as 80% of lottery revenue comes
from players with incomes under $50,000 per ysar.”

5 See the National Savings and Investment {ns&f} web site
(www.nsandi.com/products/pbl/howitworks).

6 htip:/iwww.naspl.orgfindex.cfm?fuseaction= conrent&PageI
D=41&PageCategory=38.

7 “Consumer Demand for Prized-Linked Savings: A Prelimi-
nary Analysis," Pater Tufano, Nick Maynard, and Jan-Em-
manuel De Neve, 2008,



it was with these insights in mind that Doorways to
Dreams (D2D) Fund, the Filene Research Institute and
the Michigan Credit Union League began contern-
plating a prize-linked savings program for the state
of Michigan. The prize-linked savings concept was
based on the research of Harvaid Business School
profeésor, founder of D2D Fund, and Filene Research
Institute Fellow Peter Tufano. D2D, along wiih Filene
and the MCUL, developed the Save to Win product,
which offers credit union members & simple but com-
pelling proposition: for every $25 deposited, they
earn a chance {limited to 10 per month) to win both
a $100,000 grand prize jackpot and a host of smaller
monthly prizes. The offer proved as persuasive for
Michigan residents as it had for Britons, Swedes,
South Africans and Pakistanis; in the course of 11
months, over 11,500 Michigan residents saved more
than $8.5 million in Save to Win accounts.

This report describes the story of this success, and
analyze what has been learned through the experi-
ence,







SAVE TO WIN - OVERVIEW

In June 2008, D20 Fund and the Filene Research
Institute (FRI received a grant from the Center for
Financial Services Innovation’s (CFSI} Nonprofit
Opportunities Fund to design and implement a prize-
linked savings pliot. The pllot program, named Save
to Win, began its planning phase in June that same
year as a collaboration among the D2D Fund, the
Filene Research Institute, and the Michigan Credit
Union League (MCUL). Eight Michigan credit unions
participated in the planning process and the Save to
Win pilol. The credit unions are:

- Communicating Arts Credit Union, Detroit

- Christian Financial Credit Union, Roseville

= Central Macomb Community Credit Union,
Clinton Township

- E&A Credit Union, Port Huron

- ELGA Credit Union, Burton

~ Frankenmuth Credit Unien, Frankenmuth
- NuUnion Credit Unfon, Lansing

- Option 1 Credit Union, Grand Rapids

Designed to appeal to a broad demographic, the goal
of Save to Win was to test the viability of prize-linked
savings as a novel approach to saving. The Save
to Win product was built around a federally insured
share certificate, which is comparable to certificates
of deposit {CD) offered by banks. # featured a chance
to win prizes In addition to interest or dividend pay-
ments. In 2009, monthly cash prizes ranged In value
from $15 to $400 and a grand prize of $100,000 was
awarded after 12 months, Now In its second phase in
2010, Save to Win {www.savetowin.org) is currently
being offered by 19 Michigan credit unions with an
additional $50,000 in monthly prizes. Plans to further
expand the program to other credit unions across
Michigan are in motion, with at jeast 10 credit unions
planning to join fater in 2010. Monthly cash prizes in
2010 top out at $1,0C0.

Save to Win was concelved as a "shared services”
pilot, where core functions like marketing, legal
and regulatory due diligence, evaluation, research
and prize administration are centralized and shared
across participating credit unions. The impstus be-
hind Save to Win was the premise, based on prior
work with Individual credit unions, that demand exists
for a prize-linked savings product ke Save to Win,
but that such a product can only be viable at scale.”®
Dramatic growth requires a shared services entity
or “incubator” to test the concept and facilitate col-
{aboration among muitiple participating organizations.
Save to Win was builf upon such a structure. This
structure enabled testing of some innovations like the
potential for a large prize ($100,000} to spur savings,
which was beyond the means of any individual credit
union. In the 2009 Save to Win model, each credit
unlon contributed funds towards marketing and the
prizes, Including the grand prize, which was also sup-
plemented by funds from the grant award.

At the heart of Save to Win Is a one-year federally
insured share certificate that allows account holders
to earn chances tc win prizes by making deposits.
With the $25 minimum opening deposit, the product
was deliberately structured 1o attract low- and mod-
erate-income consumers (see sidebar on consumer
perspective). A maximum of 10 entrles ($250) per
month was alfowed per participant, although thera
was ne restriction on additional deposits. The prod-
uct paid an interest/dividend rate that varied from 1%
to 1.5%, which was established by each credit union
individually. Only ong withdrawal was allowed per
year, a measurg taken ¢ enccurage sustained saving.
Each certificate account holder had to be a member
in good sianaing of a participating credit union, 18
years or older and a Michigan resident.

10 D2D and the Filene Research Institute, through its i3 inno-
valion program, begin working on the prize-linked savings
concept In 2008, This work ted to Centra Credit Unlon of
Indiana faunching a sweepstakes based PLS product, Su-
par Saver, in late 2008.

Save to Win: 2060wl Probuet Reeuis. [EERERE G



The best known example of a game of chance in
Michigan is the state-run Michigan Lottery. As a gen-
eral rule, most privately-run fotteries and other games
of chance are prohibited in Michigan. Howaver, there
is an provision in to Michigan Law that allows for
“Savings Promotion Raffles.” Under Section 411 of
the Credit Union Act, credit unions are able to offer
programs such as Save to Win that would otherwise
be prohibited. Under this provision, the only require-
ment for winning prizes is that credit union members
deposit at least a specified amount of money in a sav-
ings account or other savings program offered by the
credit union. Save to Win is Implemented as a savings
raffle under this provision.

An alternative legal structure, a sweepstakes, was
considered and ruled out because credit unions were
unenthusiastic about an approach under which non-
members could participate in the program without
having to make a deposit. Naturally, having the op-
tion to deploy the Savings Promotion Raifle provi-
slon was a component in this decision as well. The
sweapstakes structure has been used successiully
to offer PLS products, and is an option to consider
for futurg Implementaticns in states that do not have
a similar Savings Promotion Raffle provision. Please
refer ta the Legal Frequently Asked Questions in the
Appendix for a more in-depth understanding of the
legal and regulatory issues affecting the prize-finked
savings products.

Marketing planning and strategy were among the core
services provided by the “incubator” comprising D2D,
FRI and MCUL, but with active credit union involve-
ment. The goals of the marketing campalgn were to:

- Build awareness of the product

- Generate interest and inquiry; and

- Drive credit union members to sign-up for the
product,

vt Primiee] Reguiln
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The design of the creative for the marketing campalgn
was a ccllaborative effort; the Save to Win marketing
sub-team worked under the guidance and support

of the MCUL,. a perfect example of how the prod- ‘

uct structure worked to facllitate coliaboration among
credit unions. The materials were designed to appeal
to members who were used to lottery Images, using
the headline: "Savings barely scratching the surface?”

As marksting of the product movsd forward at all
elght credit unions, new Ideas were generated and
shared throughout the group. One such idea - a slo-
gan from Frankenmuth Credit Union that asked "What
Would You Do with $100,0007" - caught on with the
entire group and led to a refreshed campaign for the
fall of 2009. The objective of this campaign was 1o
focus on encouraging account helders to continue to
maks deposils {and gain more entriesl) as the grand
prize drawing drew closer.

In addition to the marketing efforts and under the
guidance and support from FRI, three key credit union
stafi-focused sales efforis were also undertaken by
the “incubator”; {1} product training at launch; {(2) a
friendly competition among the participating credit
unions; and (3) individual employee incentives tied
to sales targets. The latier two initiatives were pro-
actively designed to address the expecied sales lag
once the excitement of the initial product launch had
passed.

The friendly competition, or as the credit unions called
it “coop-stition,” focused on which credit union could
open the most Save to Win certificates between Me-
morial Day and Independenbe Day. Each week the
credit unlons received progress updates, fueling a
sanse of competition. In six weeks, new certificates
grew by 42%, representing 2,471 naw Save to Win
. savers. Christlan Financial Gredit Union opened 648
accounts and took top honors, receiving both the re-
spect of its peers and a trophy.

The individual sales incentive program targeted the
top sellers across all participating credit unions. Run-
ning for the 7 weeks lsading up to Labor Day, this
program offered a $1,000 pool of incentive money
to each participating credit unlon. Modeled after a .
successful Christian Financlal Credit Unicn incentive

program, the top thres prizes were $500, $250, and
$100, and the next 6 highest sellers received $25
each. Importantly, an employee had to-open at lsast
30 certificates to qualify for the top 3 prizes, Totals
were fracked weekly, and a web portal was set up for
employees to check their progress. During the *Race '
to Labor Day,” 2,207 accounts were opened.

the gsrami prize. Siart savmg today. and let lhe o
mg began‘ :

Save to Win: 2349 frd Frozct Rosehs










REVIEW OF RESULTS

The 2009 Save to Win product offering in eight Michi-
gan credit unions generated the following key findings:

- Strong demand for PLS accounts exists among
credit union members. :

- Saving batances grow over time, though growth
slows as accounts age.

- PLS products can attract financially vulnerable
consumers, and positively impact their saving
levels,

- A “prize-linked” account attracts lottery players
and may redirect lottery consumption into savings,

- Certain PLS product features appear to attract
first-time savers,

- Monthly prizes have great potential to motivate
individuals to save consistently.

Strong demand for PLS accounts
exists among credit union members.
The product generated high demand from credit union
merbers with double-digit growth in total active ac-
counts through August 2009. This account growth
was much stronger than prior prize-flinked savings
products launched by singular credit unfons.'! By the
end of 2008, Save to Win had generated 11,666 ac-
tive accounts.-

Summary of Accounts by Credit Unfon

11 “Prize-based Savings: Product innovation to Make Savings
Fun,” Nick Maynard, Doorways 2 Dream Fund, December
2007,

Save to Win: TG0 Fiaz! Prolor! Resutis

Aggounls

While the membership penetration rates varied across
the eight participating credit unions, the overall pen-
etration rate was 4.3%.

Strong demand for the produst came from a variety
of credit unioh members, a finding from a voluntary
survey that each Save to Win certificate holder was
invited to complete at account opening. We found
from the 6,027 surveys® completed that the product
attracted members from different age groups, incoms
levels and financial asset levels {See Survey Ques-
tlons and Summary of Results in Appendix). This find-
ing suggests that the product can both draw in new,
lower-income members and atiract better-off, larger
depositors to help build overall account balances.

Total Active Certificates and Total Deposits Move Summary
of accaunts

15,000 $10
12,000 48
8,000 $6
6,000 4
3,000 2

$o0
Jan March May July

Sepl Hov

- FW Tetd Actve Centficstas  —— Total On Depos® fins Interesl)

12 The number of survey respondents also includes individu-
als who voluntarily completed the survey at account open-
fng but whose accounts were closed as of December 2009,
8,027 represents slightly less than 50% of total cerlificate
holders,
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An Act Encouraging Increased Savings Deposits

Senator Duff, Representative Tong, and Members of the Transportation Committee,

My name is Beth Bye, State Senator for the 5 district, representing West Hartford,
Farmington, Burlington and Bloomfield. I am here today to testify in support of Senate
Bill 358, which will increase savings rates by the under-banked population of our state.

I recently became aware of a program in the state of Michigan in which a group of credit
~ unions joined together to offer a unique share certificate. Individuals who invested in the
certificate and met the terms of the certificate (mainly monthly deposits) were entered
into small monthly drawings and one large annual drawing for a cash prize. The program
was considered so successful in Michigan that the eight credit union pilot program has
expanded to a full, ongoing program with over three dozen credit unions participating.

Statistics from the Michigan program show that, out of about six thousand participants in
the pilot, two-thirds had incomes of under $60,000 per year. Moreover, 44% had incomes
of under $40,000 per year. More striking is that 65% of the participants in the program
did not have a college degree. These statistics spell out that an incentive-based savings
certificate can indeed encourage savings amongst the very populations most in need of
building up emergency funds and nest eggs.

[ believe there are other reasons to support SB 358. Connecticut charted credit unions
have stronger ties to the local community then do the major banks with national
footprints. Many have strong programs and policies to encourage responsible lending and
local economic development. In many cases, account fees are lower or don’t exist. These
are the types of organizations in which we should be encouraging first time savers to park
their money.

Finally, I would like to request that there be a clarification to the bill, to make sure that
multiple credit unions could join together to offer the same product, and pool their

funding as they did in Michigan, to offer the incentives envisioned under the bill.

Thank You. I look forward to your questions.
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Saving for a Chance to Win

ational savings rates have been creeping higher—from

B below zero in 2005 up to 5 percent in July 201 1—with

il more consumers saving as rainy days continue, Money
managers recommend consumers have at least three to six
months of mandatory expenses saved in case of an emer-
fd SCRCY,

To encourage people to save, a few financial institutions have been
offering prizes wilh savings programs {o test whether a chance to win
will motivate consumers.

Eight Michigan credit unjons, the Doorways to Dreams Fund, the
Filene Research Institute and the Michigan Credit Union League began
a program ealted Save to Win. In 2009, account holders could earn
chances to win cash prizes by making monthly deposils of at least $25
into & one-year federally insured share ceriificate, similar to a certificate of
deposit, Prizes included & $100,000 jackpot, and smaller monthly cash prizes,
in addition to the interest or dividend payments on the savings cerfificate. Over
the course of 11 months, about 1,500 Michigan residents saved more than $8.5
million. In 2010, the program expanded to 19 credit unions, and if continues to
grow, Michigan was chasen to pilof the Save to Win program because ils law
already allowed credit unions to hold promotional savings raffles.

The idea is spreading. Since 2009, lawimakers in six states—Maine, Maryland,
Nebraska, North Carolina, Rhode Island and Washington—
have passed laws to allow credit unions and other
financial institutions to hold promotional savings
raffles. A problem holding up these efforisisa
federal law that prevents banks, but not credit
unions, from conducting raffles, resulting in
opposition from banking associations in some
states, The laws in Maine, Maryland and Wash-
ington apply to all financial institutions, while the
laws in Nebraska, North Carolina and Rhode island
apply to credit unions.

Last year, JPMorgan Chase Bank held a “Dou-
ble Your Money” deposit sweepstakes, which
offered savings account customers the chance 1o
double their money, up lo a maximum of $5,000
and nonaccount holders, a chance at a $5,000
check. Participants did not have to have an secount |
at the bank to be eligible to win, which exempted
the sweepstakes from the federal law. To partici-
pate, a person could make a minimum deposit of
$1,000 into a savings account, establish an automatic
deposit of $100 or more into a savings account, or sub-
mit an entry card by mail, if not an aceount holder.
—Heaqrher Morton
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FOREWORD

Peter Tufano, Sylvan C. Colemar Professor of Financial Management, Harvard Business Schoof and Chairman
and Co-Founder, Doorways to Dreams Fund and Filene Research Fellow, The Filene Research Institute.,

Save to Win's success in helping Michigan residents
to save Is a positive sign in a troubled economy. In
a world wheare financial innovation is a dirty word,
financlal Institutlons’ reputations are tarnished, and
cooperation among credit unlons is more theoretical
than realized, a remarkable partnership has produced
a new and exciting way to save. In communities dev-
astated by the downturn in the national economy,
exacerbated by deep cuts in the auto industry, high
unemployment rates, and depressed local condi-
tions, thousands of individuals have chosen to “save
to win®. While one Michigan woman was the "winner®
of a $100,000 grand prize, all of the other 11,666 par-
ticipants in the program were winners—putling away
over $8 million to fund future dreams and to cope with
emergancies.

Save io Win's success, while gratifying, was guite
predictable. Over the past few years, | and a few oth-
ers have been studying lottery-linked or prize-linked
savings structures. Historians have written about
how schemes combining lotteries with savings have
been used successfully for over 300 years. Econo-
mists have catalogued these products, and stud-
ied the factors that make them attractive 1o .savers.
Behavioral researchers have written about how this
type of payofl seems almost tailor-made to match
known decision-making blases. Business researchers
have documented how firms design and market these
products successhully, All of this work leads to one
cenclusion: a well designed and implemented prize-

linked program will have great appeal. You don't need’

a Ph.D. to understand this appeal; the marketing
slogan for a South African variant of this preduct sim-
plified the consumer value proposition to six words:
“Everyihing to gain, nothing 1o lose.”

{ have worked on a few projects of this sort, and of-
ten practical roadblocks prevent them from coming
to fruition. While the theoretical potential of prize-
linked savings may be substantial, bringing a project
like this to life is hard work, especially when facing a
host of barriers, Including outright legal prohibitions
and the need to create a collaborative model to gain

scale. While 1 sometimes get credited for Save to Win,
it was the Insights, dedication, and toll of a remark-
able partnership that gave Michigan savers this new
way to save. In particular, | am proud of Doorways
to Dreams Fund, the Filene Research Institute, the
Michigan Credit Union League, the eight participating
credit unions, and the Center for Financlal Services
Innovation.

Theiappea! of prize-linked savings is completely un-
derstandable, In 2008, U.S. lottery sales were $60.6
bifion in the 42 states; Washington, D.C.; and Puerto
Rico where they were offered.! Spread cut over the
112.4 million households In the entire U.S,, this was
$540 per household. In the same vyear, American
households spent $430 per household on all dairy
products, and $444 on alcohol.2 We buy more lottery
tickets than milk or beer, It’s a stunning testament to
the power of excitement and oplimism to drive con-
sumptlon. Save to Win merely harnesses this same
energy to fuel savings,

There's a ot we don’t know yet about prize-linked
savings: Is it sustainable over fong periods of time?
What spending activity does it displace? But Save to
Win has provided us with tentative answers to two
care questions:

- Are Americans today like people all over the
globe and throughout histery who have found
this an attractive product? Yes.

- Can credit unions work together to bring this
product to eager savers? Yes.

Savings is hard work, and bringing new savings prod-
ucts to life Is hard too. Bravo to Michigan savers and
the Save to Win team for showing us a way to make
savings exciting.

Peter Tufano
March 1, 2010

1 htlp:iwww.naspl.orglindex.cim?fuseaction=content&Pagel
D=3&PageCategory=3
2 htip:/fwww.bls.govicex/2008/Standardfage, pdf
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EXECUTIVE SUMMARY

Despite the strong record of Prize-linked Savings
{PLS} accounts historically and internationally, until
very recently, only a handfuf of U:S. financial institu-
tions had encouragad savings by linking chances to
win prizes with the act of making a deposit. With the
Introduetion of the Save to Win product In the state
of Michlgan in 2009, eight credit unions have now
demonstrated that the possibility of winning ~ both a
targe $100,000 annual jackpot and a range of regu-
tarly awarded smaller prizes — doss encourage people
o save money.

After eleven months, over 11,500 Michigan residents
opened and saved $8.5 milfion in Save to Wins™
PLS accounts. The project sponsors — Doorways to
Dreams {D2D) Fund, the Filene Research Institute and
the Michigan Credit Unicn League —~ have examined
data from the initial year of the pilot and identified
several important findings:

- Strong demand for PLS accounts exists among
credit union members.

- Saving balances grow over time, though growth
slows as accounts age.

~ PLS products can attract financially vulnerable
consumers, and positively impact their saving
levels.

- A "prize-finked” account attracts [ottery players
and may redirect lottery consumption into
savings.

- Ceriain PLS product features appear to attract
first-time savers.,

- Monthly prizes have great potential to motivate
individuals to save consistently,

In addition, the project's sponsors have drawn several
lessons from the Save to Win experience, including:

-The public policy that allowed savings promo-
tional raffies in Michigan works.

- "Winning” is a powerful and motivating experi-
ence for savers and prospective savers.

~ An "incubator” approach can bring prize-linked
savings fa life,

- The credit union industry is well suited to incu-
bate and scale a prize-linked savings product.

- Save to Win does an excellent job of getiing the
attention of both savers and non-savers, but
further experimentation and study is needed to
develop sustalhed, consistent savings habits
among account holders,

- A large headline prize matters.

- Bales training and sales incentives are low-cost,
effective means to generate strong take-up of
Save to Win.

-Promoting & new PLS product requires a
thoughtful marketing plan to generate excite-
ment.

Credit unlons that volunteered o offer Save to Win
in 2009 have had positive experiences, as the GEOs
of several institutions testify. While work remains to
enhance and scale the Michigan experience, basic
questions unanswered before the pllot have now
been settled. People like and want a PLS product, es-
pecially population segments that are harder to reach
and may benefit most from saving money. Equally im-
portant, the idea of several credit unions banding to-
gether to offer a PLS product Is frultful and effective.

Save to Win; 2360 fin




INTROBUCTION

Americans have a long hisicry of saving money. Ben
Franklin famously admonished his countrymen that “a
penny saved Is a penny earned,” while early Puritan
seftlers viewed thrift as a virtue and wealth as a sign of
divine favor. Even in the twentieth century, Americans
retained iheir abllity to save. During the Second World
War, more than $54.4 million was saved in a relatively
new financial product, the U.S. Savings Bond.? And
as late as the 1980s, it was a rare homebuyar who
had not saved up a down payment equal to one-fifth
of the value of the home he/she wished t¢ purchase.

Despite this long history of thrift, over the past two
decades saving has fallen out of fashion among
Americans, In fact, in one recent calendar quarter,
the national savings rate actually dipped below ze-
ro.? More recently, as the current recession has taken
hold and frightened Americans about their economic
security, the savings rate has begun to ciimb, But it is
to early to know if this newly rediscovered emphasis
on saving is a fleeting response t¢ economic uncer-
tainty or a permanent shift in behavior. Likewise, we
do not yet know if saving has picked up across the
income spectrum or, as seems likely in a recession,
much more so among those with higher incomes.

Regardiess, It is reasonabls to believe that the need
for Amerlcan families to save mare is not fleeting.
Savings has and will continue to play a critical role in
Insulating people from financlal shocks, helping them
make important purchases and providing an alterna-
tive to costly credit. At a time when iobs are disap-
pearing and workers' hours are being cut, famiiles’
needs for reserve funds are, if anything, even more
pronounced. The time is right for America to return
10 a saving culture, both to shore up households' fi-
nances and to strengthen the nation’s economy as a
whole. But how?

3 “A History of the United States Savings Bond,” U.S. Say-
ings Bond Division, Department of the Treasury, 1987.
hitp:fiwww. treasurydirect.gov/indiviresearch/history/his-
tory sb.pdf.

4 Federal Reserve Bank of St. Louis. hitp://liber8. stiouisfed.
org/newsletter/2007/200710.pdf.
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Saving money generally requires an affirmative choice,
a decision to sei aside some incoms — and, as a re-
sult, to have that much less to spend on life’s neces-
sities and luxuries. If we are to influence consumers’
spending and saving choices, we should start by ana-
lyzing the factors that shape this choice, For many of
us, the benefits of saving money are long-term and
abstract, while the reward for spending money is tan-
gible and immediate gratification. Perhaps the way
forward, then, is to infuse the act of saving money
with some instant, visceral payback — some excite-
ment, anticipatior: and allure. Then a well-intentioned
consumer might face a spending / saving choice with
meore balance, with a bit of gratification embedded in
gither act.

This basic Insight about the power of incentives is
not new. For centuries, financlers have known lotter-
tes and raffles are a useful tool to raise capital for
everything from private ventures to public works to
renowned universities. More recently, the element of
chance and an opportunity to win prizes have helped
make prize-linked savings (PLS} products successful
in countriss around the globe. The Premium Bonds
pregram in the United Kingdom, for instance, has a
fifty-year history of helping Britons save. With well
over 20 millon people holding more than 25 billion
pounds worth of Premium Bonds, the program is an
established Institution.® A similar story can be told
about PLS products in other countries from Sweden
to the United Arab Emirates.

The appeal of prize-inked saving only seems ¢ in-
crease when one considers how popular America's
472 state Iotterles are today. By one estimate, there
are more than 200,000 places to buy a lottery ticket
in this country. In turn, 57% of adulis are playing the
lottery to the tune of $53.2 bilion per year.® Equally
significant, as much as 80% of lotlery revenue comaes
from players with incomes under $50,000 per year.’

5 See the National Savings and Investment {ns&f} web site
(www.nsandi.com/products/pbthowitworks).

& hitp://www.naspl.orgiindex.cim?fuseaction=content&Page!
D=41&PageCategory=38.

7 “Consumer Demand for Prized-Linked Savings: A Prefimi-
nary Analysis,” Peter Tufano, Nick Maynard, and Jan-Em-
manuel De Neve, 2008,



It was with these insights in mind that Doorways to
Dreams {D2D} Fung, the Fitene Research Institute and
the Michigan Credit Union League began contem-
plating a prize-linked savings program for the state
of Michigan. The prize-linked savings concept was
based on the research of Harvard Business School
professor, founder of D2D Fund, and Filene Research
institute Fellow Peter Tufano, D20, along with Filene
and the MCUL, devsloped the Save to Win product,
which offers credit union members a simple but com-
peling proposition: for avery $25 deposited, they
earny a chance {imited to 10 per month} to win both
a $100,000 grand prize jackpot and a host of smaller
monthly prizes. The offer proved as persuasive for
Michigan residents as it had for Britons, Swedes,
South Africans and Pakistanis; in the course of 11
months, over 11,600 Michigan residents saved more
than $8.5 million in Save to Win accounts.

This report describes the story of this success, and
analyze what has bean learnsed through the experi-
ence.

Save 16 Win: 2559 Hrad ironcf Resdd
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SAVE TGO WIN - OVERVIEW

In June 2008, D2D Fund and the Fitene Research
Institute {FRI) received a grant from the Center for
Financlal Services innovation’s {CFSl}  Nonprofit
Opportunities Fund to design and implement a prize-
linked savings pilot. The pitot program, named Save
o Win, began lts planning phase in June that same
year as a collaboratien among the D2D Fund, the
Filene Research Institute, and the Michigan Credit
Union League (MCUL). Eight Michigan credit unions
participated in the planning process and the Save to
Win pilot, The credit unions are:

- Communicating Arts Credit Union, Detroit

- Christian Financial Credit Union, Roseville

- Central Macomb Community Credit Union,
Clinton Township

- E&A Credit Union, Port Huron

- ELGA Credit Union, Burton

- Frankenmuth Credit Union, Frankenmuth
- NuUnion Credit Union, Lansing

- Option 1 Credit Union, Grand Raplids

Designed to appeal to a broad demographie, the goal
of Save to Win was 1o test the viability of prize-linked
savings as a novel approach to saving. The Save
1 Win product was built around a federally insured
share certificate, which is comparable to certificates
of deposit {CD) offered by banks. It featured a chance
to win prizes In addition to interast or dividend pay-
ments. in 2009, monthly cash prizes ranged In value
from $15 to $400 and a grand prize of $160,000 was
awarded after 12 months. Now in its second phase in
2010, Save to Win {www.savetowin,org) Is currently
being offered by 19 Michigan credit unions with an
additional $50,000 in monihly prizes. Plans to further
expand the program to other credit unions across
Michigar are in motion, with at least 10 credit unions
planning to join later in 2010, Monthly cash prizes in
2010 top out at $1,000.

Save to Win was concelved as a "shared services”
pilot, where core functions fike marketing, legal
and regulatory due diligence, evaluation, research
and prize administration are centralized and shared
across participating credit unlons, The impetus be-
hind Save to Win was the premise, based on prior
work with individual credit unions, that demand oxists
for a prize-linked savings product like Save to Win,
but that such a product can only be viable at scale,®
Dramatic growth requires a shared services entity
or “incubator” to test the concept and facllitate coi-
laboration among muttipla participating organizations.
Save to Win was built upon such a structure. This
structure enabled testing of sorhe innovations like the
potential for a large prize ($100,000) to spur savings,
which was beyond the means of any individual credit
union. In the 2008 Save to Win model, each credit
union contributed funds towards marketing and the
prizes, Including the grand prize, which was also sup-
plemented by funds from the grant award,

At the heart of Save to Win is a one-year federally
insured share cerlificate that allows account holders
to sarn chances 1o win prizes by making dsposits,
With the $25 minimum opening deposit, the product
was deliberately structured to attract low- and mod-
erate-income consumaers (see sidebar on consumer
perspective). A maximum of 10 entries ($250) per
month was atlowed per participant, although there
was no restriction on additional deposits. The prod-
uct paid an interest/divfd_end rate that varied from 1%
to 1.5%, which wag established by each credit unicn
individually. Only one withdrawal was allowed per
year, a measure taken to encourage sustained saving.
Each certificate account holder had o be a member
in good standing of a participating credit union, 18
years or clder and a Michigan resident.

1¢ D20 end the Filene Research Institute, through its i3 inno-
vation program, begin working on the prize-finked savings
concept In 2006. This work led to Centra Credit Unlon of
indiana launching a sweepsiakes based PLS product, Su-
per Saver, in late 20086.
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The best known example of a game of chance in
Michigan is the state-run Michigan Lotiery. As a gen-
eral rule, most privaiely-run lotteries and other games
of chance are prohiblted in Michigar. However, there
is an provision in to Michigan Law that altows for
"Savings Promotion Raffles.” Under Section 411 of
the Credit Union Act, credit unions are able to offer
pragrams such as Save to Win that would otherwise
be prohibited. Under this provision, the only require-
ment for winning prizes is that credit union members
deposit at least a specified amount of money In a sav-
ings account or other savings program offered by the
credit union. Sava to Win is implemented as a savings
raffle under this provision.

An aiternative legal structure, a sweepsiakes, was
considered and ruled out because credit unions were
unenthusiastic about an approach under which non-
members could participate In the program without
having to make a deposit. Naturally, having the op-
tion to deploy the Savings Promotion Rafile provi-
ston was a component in this decisicn as well, The
sweepstakes structure has been used successfully
1o offer PLS products, and is an option 1o consider
for future Implementations in states that do not have
a similar Savings Promotion Raffle provision. Please
refer 1o the Legal Frequently Asked Guestions in the
Appendix for a more In-depth understanding of the
legal and regulatory issues affecting the prize-linked
savings products.

Marketing planning and strategy were among the core
services provided by the “incubator” comprising D2D,
FRI and MCUL, but with active credit union Involve-
ment. The goals of the marketing campaign wers 10

- Bulld awareness of the product
- Generate interest and inquiry; and

- Drive credit union members to sign-up for the
preduct.

IR Save to Win
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The design of the creative for the marketing campaign
was a collaborative effort; the Save to Win marketing
sub-team worked under the guidance and support
of the MCUL, a perfect example of how the prod-
uct structure worked 1o facilitate collaboration among
credit unions. The materials were desigred to appeal
to members who were used to lottery images, using
the headiine: “Savings harely scratching the surface?”

As marketing of the product moved forward at all
elght credit unions, new ideas were generated and
shared throughout the group. One such idea - a slo-
gan from Frankenmuth Cradit Union that asked “What
Would You Do with $100,0007" - caught on with the
entire group and lad to a refreshed campaign for the
fall of 2009, The objective of this campaign was to
focus on encouraging account holders to continue to
make deposits fand gain more entries as the grand
prize drawing drew closer,

In addition 1o the marketing efforts and under the
guidance and support from FRI, three key credit union
staft-focused sales efforts were also undertaken by
the "Incubator”; {1} product training at launch; {9) a
frlendly competition among the participating credit
unions; and (3} individual employee incentives tied
to sales targets, The lalter two initiatives were pro-
actively designed to address the oxpected sales lag
once the excitement of the initial product faunch had
passed,

The friendly competition, or as the credit unions called
it "coop-etition,” focused on which credit union could
open the most Save to Win certificates between Me-
moriat Day and Independence Day. Each week the
credit unlons recelved progress updates, fueling a
sense of competition. In six weeks, new certificates
grew by 42%, representing 2,471 new Save fo Win
. savars. Christian Financlal Credit Union opaned 6548
accounts and took top honors, receiving both the re-
spact of its pears and a trophy.

The individual sales incentive program targeted the
top sellers across all particlpating credit unions, Run-
ning for the 7 weeks leading up to Labor Day, this
program offered a $1,000 pool of incentive money
to each participating credit union. Modeled after a .
successful Christian Financlal Credit Union incentive
program, the top three prizes were $500, $250, and
$100, and the next & highest sellers received $25
each. Importantly, an employee had to open at least
30 certificates to qualify for the top 3 prizes. Totals
were fracked weekly, and a web portal was set up for
employees to check their progress. During the “Race
to Labor Day,” 2,207 accounts were opened,
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REVIEW OF RESULTS

The 2009 Save to Win product oftering in eight Michi-
gan credit unicns generated the fallowing key findings:

- Strong demand for PLS accounts exists among
credit unfon members,

- Saving balances grow over time, though growth
slows as accounts age.

- PLS products can attract financially vulnerable
consumers, and positively impact their saving
levels,

- A “prize-linked” account akracts lottery players
and may redirect lottery consumpticn into savings.

- Certain PLS product features appear to attract
first-time savers,

- Menthly prizes have great potential to motivate
Individuals to save consistentiy.

Strong demand for PLS accounts
exists among credit union members,
The product generated high demand from credit union
members with double-digit growth in total active ac-
courts through August 2008. This account growth
was much stronger than prior prize-linked savings
products launched by singular credit unions. ™ By'the
end of 2009, Save to Win had generated 11,666 ac-
tive accounts. -

Summary of Accounts by Credit Union

11 *Prize-based Savings: Product innovation to Make Savings
Fun,” Nick Maynard, Doorways 2 Dream Fund, Decermber
2007,

G Save 1o Win: 2002 Fina! Protet Resyils

Aseounls

While the membership penetration rates varied across
the eight pariicipating credit unions, the overall pen-
etration rate was 4.3%.

Strong demand for the product came from a variety
of credit union members, a finding from a voluntary
survey that each Save to Win certificate holder was
Invited to complete at account opening. We found
from the 6,027 surveys'? completed that the product
attracted members from different age groups, income
levels and financial asset levels (See Survey Quss-
tions and Summary of Results in Appendix). This find-
Ing suggests that the praduct can both draw In new,
lower-income members and attract better-off, larger
depositars to help build overall account batances.

Total Active Cerlificates and Total Deposits Move Summary
of accounts
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12 The number of survey respondents slso includes individu-
als who voluntarily completed the survey at accaunt open-
ing but whose accounts were closed as of December 2009,
6,027 represents stightly less than 50% of total certificate
holfders.
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Saving balances grow over time,
though growth slows as accounts age.
Save to Win balances grew through the year and
by December each account holder had, on aver-
age, saved $734 with a total of $8.56 million saved.
The features of the product - a one-year certificate
term, flexibility to deposit small amounts throughout
the year, the withdrawal penalty, and the jure of a
$100,000 grand prize — seemed to motivate savings
and retention of saving levels over the course of the
year. The product even generated $3 million in sav-
ings above the amount eligible for the monthly and
grand prizes.

Average and Median Save to Win Balances
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While account balances increased over the course of
the year, the rate at which they increased declined.
The average monthly daposit In Save to Win was
arourd $100, or four raffle entries, but this trended
downwards from start of the year to the end. In con-
trast, the median monthly deposit fthe deposit size in
the middle of the distributlon of all deposits} trended
around $25, or 1 raffle entry; it dropped off to $0 in
the last two months indicating that half the certificate
holders made no deposit in November and Desember,

Perceniage of Non-Savers, Asset Poor & Low-to-Moderate Income

i o S

PLS products can attract financially
vulnerable consumers, and positively
impact their saving levels.

Gur survey results indicate that the produst success-
fully attracted financially vulnerable individuals at all
eight credit unions. Communicating Arts Credit Union
{CACU; had the highest reported percentage of asset
poor [67%) and LM (82%) and interestingly also had
the highest membership penetration rate {14.9%).

The product successfully attracted non-savers, the
asset poor, and low-to-moderate income groups to
open accounts and also made a positive Impact on
their savings behavior,

Summary of Accounts for Non-Savers, Asset Poor and Low-
to-Moderate Income

Non-Savers: Of those completing the survey, 56%
of Save to Win certificate holders reported that they
had not saved regularly before opening the Save to
Win account. In the product, this group saved a total
of $1.66 million with an average account balance of
$588. This finding suggests that a prize-linked sav-
ing product may draw in first-time of non-savers, a
central part of the goal of credit unions and a widely
acknowtedged worthwhile public policy cbjective.
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Assel Poors 30% reported financial assets (exclud-
ing home equity) of $5,000 or less. In total this group
saved over $720,000 with an average account bal-
ance of $390. While the average balance increased
by financial asset level, Individuals reporting $0 finan-
cial assets upon opening the product were able, on
average, to accumulate $263 of savings by December
2009. Viewed through the lens of both public policy
objectives and credit union misslons, attracting those
with little savings and seeing a substantiat increase in
their savings is a noteworthy achisvernent.

Asset Poor: Accounf Balance by Initial Asset Level

al Assal i/ 55

Low-to-Moderate Income: 44% of survey respon-.

dents reported household income less than $40,000,
while 16% report household income under $20,000.
Low-to-moderate income members had a savings
rate ranging from 2.3% to 5.2%, depending on in-
come level. Many cbservers agree that the segment
of the population where savings rates lag the most is,
not surprisingly, those with the feast income. While
the lower income members, on average, saved the
least amounts in this product they also, on average,
saved a higher percentage of their Income, Tools
that can help foster saving among these stretchad
households offer a way to address this underserved
segment, which arguably has the most to gain from
achieving higher savings balances.

13 Average annual savings rate is calculated using the mid-
point of the above income ranges, For income {evels above
860K we used $70K.
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Annual Savings Rate by Household Income

A “prize-linked” account attracts
lottery players and may redirect
lottery consumption into savings.

59% of survey respondents indicate spending money
an the Iottery in the last 8 months, a figure which may
well be under-reported, To the extent Save 1o Win
deposits represent a redirection of account holders’
income from a form of entertainment {fottery play} to a
form of saving, a prize-linked product may help con-
vert consumption Into investment.

Certain PLS product features appear
to attract first-time savers.

649% of survey respondents reparted that they never
had a share certificate or certificate of deposit (CD)
before. The majority of survey respondents had never
used one of the most common financlal producis fo-
cused on saving, yet were drawn to try one for the
first time when offered a prize-finked product with
a small minimum opening deposit requirement. The
minimum $25 opening deposit product feature, white
available at limited credit unions around the country,
is still fairly unique and makes the product more ac-
cessible as CDs generally carry a much higher mini-
mum opening deposit — $500 would be considered a
small opening deposit,



Monthly prizes have great potential
to motivate individuals to save
consistently. ‘

All Account Holders: Comparison of Median Net Deposits for
Monthly Prize Winners and Non Winners
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Save to Win generated 560 monthly prize winners
and ons grand prize recipient. We found that winrners
were better savers than non-winners when looking at
savings behavior after a prize was awarded, Across
more financially vulnerable groups, low-to-moderate
income members and the asset poor, winners saved
more consistently than non-winners, suggesting that
moenthly prizes helped motivate even the most vulner-
able groups to save consistently. Interestingly, win-
ners awarded larger monthly prizes {prizes ranged
from $15 to $400) did not appear to be better savers
than winners awarded smaller prizes, which suggests
that Just the act of winning can help encourage sav-
ings and that even a small win can motivate savings,
perhaps because it makes the grand prize appear
more attainable,

14 37 of the monthly prize winners.won In more than one
monthly prize drawings.

Asset Poor: Gorparison of Median Not Deposits for Monthly
Prize Winners and Non Winners
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KEY LEARNINGS

I. Public polfcy for savings promolion raffles
warks, Whoever infroduced savings promotion raffles
into Michigan law had good foresight, as they ben-
efit both consumers and credit unions. Consumers
receive the opportunity to save money, earn interest,
and win prizes. The product can also help atiract
lower-income savars, who have less access to sav-
ings products that mest their needs and preferences.
At the same time, in contrast 1o sweepstakes based
PLS products, credit unlons can be assured that only
those who buy the product and save meney gan win
prizes. It is reasonable to ask if this type of legistation
should be explored in the other 49 states.

2. “Winning” Is a powerful and motivating experi-
ence for savers and prospective savers, regard-
less of tire prize size. The savings behavior of prize
wirners — both average and median monthly depos-
its - does not drop off as it did among non-winners.
PLS prize structures must be carefully designed to
achieve two goals: {1) capture consumers’ atten-
tion and Jmagination; and {2) maintain thsir interest
and excitament over time, it seems ilkely that more
monthly prizes, regardless of size, could help support
the savings goal of the product, At the same time,
winning must be sffectively celebrated and promoted
in order for it to influence other consumers. Celebrat-
ing winners, even small winners, creates a benaficial
cycle that can have a positive impact on both savings
and account opening.

3. An “Incabaior” approach can bring prire-tinkect
savings fo ife. Save to Wﬁ} was a 18-moath pilot, In
6 months time, D2D and the Filene Research Institute
catalyzed the MCUL and interested Michigan credit
unions around the idea of offering an innovative prize-
linked savings product. Throughout the 13-month
Save to Win product implemsntation, the shared
services model, managed by D2D with support from
Filene, and MCUL, effectively navigated product de-
velogment, legal analysis, marketing, training, draw-
ing procedures and administration, and product sales
strategies.

4, The credit union indusiry is well suited to in-
cubate and scale a prize-linked savings product,
Credit unions are collaborative, and that collaboration
was a key to the success of the Save to Win pilot.
Collaboration allowed econoemies of scale that smaller
institutions, often with more vulnerable members, do
not usually enjoy: at the same time, larger Intuitions,
often with wealthier membaers, participated in a proj-
ect that reached many underserved, first time sav-
ets. With the credit union movement's historic Iinks
to thrift and savings and - equally important - mis-
sion to serve lower-income consumers, coliaboration

-provided not only operating efficiencies but a unique

thance for institutions to help one another achieve
their missions.

& Save lo Win does an excellent fob of getting the
aftention of both savers and non-savers, but tur-
ther experimentalion and study is needed fo de-
velop sustained, consistent savings habits among
accourd holders. Aggregate monthly deposits hit a
$1 miflion plateau in July, whils the median monthty
deposit fell to $0 for the final two months of 2009,
Opening month deposits were about twice as much as
monthly account contributions for most account hold-
ers, which suggests the novelly of the product and
& consumer's excitement at account opening wear
off over time. An astimated 15-20% of account hold-
ers established an automatic depasit into thefr Save
to Win accounts, so cne natural strategy 1o increase
sustained saving would be greater emphasis on help-
ing account holders set up avtomatic deposits.

Save to Win:
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8. A farge headline prize matiers. The remarkable
demand for Save to Win certificates cbserved in this
pilct suggests that a large headline prize Is indeed
an important compoenent of a successful prize-linked
savings product. The two marketing campaigns of the
pllot year were bulit around the $100,000 prize. Initial-
ly, & scratch-off ottery ticket with $100,000 prize was
featured; beginning in the fall, the phrase “What would
you do with $100,0007” drove the campaign. In addl-
tion, a survey of front-line employses indicated strong
support for the prize at that size.' With that said, we
have no basts for knowing the optimal headline prize
size nor how much a headline prize drives consumers
1o save money after they open an account.

7. Sales training and sales incentives are low-
cost, effective means to generate strong fake-up
of Save fo Win. With almost no promotion of Save to
Win occurring ouiside of credil union branches, front-
line credit union employees were the most important
ambassadors for the product. Following product
launch, 2,677 accounts were opened through the enc
of February, During the summer months, a “Coop-eti-
tion" among the eight credit unions generated 2,471
new accounts and a "Race to Labor Day” employee
sales incentive led to another 2,207 new accounts.
These activities alone represent 63% of the total
accounts opened for the year. Clearly, investments in
ermployee training and motivation generate results.

19 54% of employees surveyed (n=326) across all elght credit
unions indicated that $100,000 grand prize is large enough.

TSR Save to Win: 780G Fingl Proleri Reswle

8. Promoting a new PLS product requires a
thoughtful marketing plan io help generate excite-
ment. Because prize-linked savings Is & new concept
for nearly alf U.S. consumars, a successiut product
launch requires sponsors to think carefully about how
to capture the attention of, and educale, prospeciive
savers. From the brand name to the promotional ma-
<erials (collateral), marketing must be designed 1o ex-
piain the product, foster excitement among employ-
ees and consumers, and generate sales. In addition
to these pieces' direct impact with consumers, the
availability of quality marketing materials afowed for
consistent messaging acress ail participating credit
unions.









LOOKING AHEAD

The Save to Win project team’s vision for tha future is
that prize-linked savings is ubiquitous, that all Ameri-
cans have access 1o some type of prize-linked sav-
ings product. Qur basic belief, that saving can be fun
for all Americans, especially those of low and moder-
ale income, has been borne out by the results of the
Save to Win pilot. But to open the floodgates and
achieve scale, a number of events must occur:

= The regulatory and legal environment must favor
offering such a product. This requires policy
change, which can best be brought about if
prize-linked savings can be shown definitively
to gensrate new savings, encourage individuals
that had never saved before to begin saving, and
encourage and foster a savings habit among
these and existing savers. Continued research
to further test and document these ideas may
be necessary, and would certainly be helpful, to
Inform policy makers and effect change.

- New distribution channels are needed for offering
prize-linked savings. There is already an effort
under way to expand Save to Win in credit unions

. beyond Michigan. Banks, fotteries, employers
and the govémment {precedent exists in the
UK with the government-sponsored Premium
bond program} ali present additional and as-yet-
unexplored channels for prize-linked savings in
the United States.

- Further innovations in prize structure, marketing
and on-going support are necessary to sustain
and nuriure the savings habit among those who
begin to save (current account holders of Save to
Win, for example),

= Innovaticn In prize structure: Just as Save to
Win tested the potential for a grand prize to spur
saving and generate excitement, we hypoth-
esize that numerous smaller prizes (5,000 $25
winners, for example) awarded more frequently
and a greater number of large prizes {two
$60,000 grand prizes, for example) might be just
as or more fruitful in driving account openings
and on-going saving.?* Collaboration with “prize
experts” can be critical In designing the right
prize structure.

- Marketing: The potentiat for marketing to attract
new members was not explored fully in Save to
Win, due to a budget that made it impractical to
target consumers who were not already credit
union members, But we helieve that marketing
aimed at all consumers has enormous potential
to attract new members, those without bank
accounts, and perhaps even allow prize-linked
savings to shift market share from other games
of chance2

-The potential for experimenting with channels, prize
structure and marksting are limited only by our imag|-
nation, and by our ability to attract deposits at scale.

21 The Save to Win program Is already experimenting with
prize struetures for 2010; 15 prizes ranging from $125 to
81,000 will be awarded each month among all participating
credit unions, and Individual insHtutions will supplement
with additional prizes just for their Save fo Win members,

22 For 2010, plans are in the works for a $700,000 radio cam-
paign In Falt 2070 to promote Save to Win; by Its nature, a
radio campalgn would reach prospective new credit unfen
members.
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APRENDIX:
LEGAL FAQs*

Anyone interested in the use of prize-linked savings
IPLS) products in the United States inevitably con-
fronts the question, are they legal? Or, more pracise-
ly, where and under what conditions are they legal?
This appendix will help readers better understand the
American legal landscape for PLS products, as the
authors understand it. Readers should know that this
is not legal advice, and the authors are not attorneys.
Individuals and organizations should consuit thelr
own legal counsel and reach thelr own conclusions
before taking any action related to PLS products.

What defines a PLS product?

In the broadest terms, PLS producis combine sav-
ing and chances to win prizes. In practice, two types
of PLS products have emerged in the United States,
each built on a different type of game of chance: Iot-
teries and a sweepstakes.

A lottery is an event in which a prize is awarded
based on chance, where eniry is gained by giving
something of value (usually money, but may inciude
credit, goods, services, etc.). By contrast, a sweep-
stakes is a game of chance in which entry is open to
all entrants without any payment or other consider-
ation. If an organization: offers a PLS product in which
the prize Is avallable only to account holders, the con-
test is likely to be considered a lottery. If the contest is
open to anyone — for example, by offering the public
a "no purchass necessary” way to participate — ihe
contest is likely a sweepstakes.

For organizations offering PLS produsts with large
cash prizefs}), the possibllity, no matter how remote,
that a non-saver or non-member might win cne or
more prizes may represent an unaccepiable busi-
ness risk. It might be difficult, for instance, to fea-
ture a grand prize winner in future marketing efforts i
the winner were a non-saver. Therefore lottery-based
PLS products offer a key advantage: the behavior the
product alms tc promote, saving, is required for con-
sumers to have a chance towina prize.

23 Speclal thanks to Daniel Preysman, who wrote a draft of
this appendix and whose research forms the basis of much
of the content presented here.
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Nonetheless, sweepstakes products are widely
used in a variety of industries, and have been vsed
by financial institutions 1o encourage saving. While
sweepstakes laws vary by state, and any crganiza-
tlon contemplating such a praduct would need 10
comply with state laws where the product ts offered,
Ihere are fewer restrictions on what entities can offer
sweepstakes-based PLS products. The fogus for the
remainder of this appendix will be on lottery-based .
PLS products, which may lend themselves to large
prize structures more attractive to consumers, and
are more difficult to implement in a way that complies
with the current tegal environment,

What areas of law bear on lottery-
based PLS product legality?

The two principal areas of law goverring lottery-based
PLS products are gambling and banking law, both of
which are heavily regutated by the federal government
and b'y individual states.

Gambling law — in general, states ban “private lotter-'
les,” which are those not authorized {0 operate by
and for the state (e.g., state lotterles). As a result,
PLS products structured as lotteries rmust be offered
under exceptions to state bans on private lotteries.

This was the case in Michlgan with Save fo Win#in -

addition to state laws, a varlety of federal gambiing
taws impact PLS product offerings. Some laws im-
pose penalties on those who operate lotterles in viola-
tion of state law, such as the Organized Crime Control
Act. Others, such as the Travel Act and the Unlawiul
Internet Gambling Enforcernent Act (UIGEA), prohibit
or impose penaities for offering a product to residents,
of states where such products would be llegal, jor
example via Internet or in televisicn advertisements.

24 M.C.L.A 750.315a - "Sec. 315a, This chapter does not ap-
ply to a savings promotion raffle conducted by a domestic
credit unfon pursuant to section 411 of the credit unfon
act or to a savings promotion raffie conducled by a feder-
aliy chartered credit union, a state or nationally chartered
bank, or a state or federally chartered savings and loan as-
sociatfon that is conducted in the same manner as a raffle
conducted by a domestic credjt union under section 411 of
the credit union acl.”



Banking law - various statutes that authorize and gov-
ern financial Institutions, such as the National Bank
Act and the Federal Reserve Act, address finrancial
institutions involvement In lotteries. National banks,
state banks, and federal thrifts are all explicitly pro-
hiblted from operating lotterles under their authorizing
statutes. State thrifis may be able to operate lotteries,
with the appraval of the FDIC, Credit unions are not
prohibited frem operating lotieries by federal law and
are exempted from {ottery laws In several states.

Who can offer a lottery-based PLS

product?

In order to offer a lottery-based PLS product, an

organization must consider two guestions:

1) what type of organization will sponsor the prod-
uct?

2) in what state will the product be offered?

Sponsoring organization. As noted, federal banking
laws currently restrict the types of Institutions that are
permitted to operate lotteries. Therefore, under cue-
rent taw, federal and state chartered credit unions are
best suited to offer lottery-based PLS produsts.

State of offer. Any PLS product that is desmed a lot-
tery would need to comply with state gambling re-
strictions. As noted, in general, states restrict private
lotteries. However, there are some exceptions, We
are nat able to review hers the gambling laws in all 50
states, together with their nuances and exceptions,
Nonetheless, we list a handful of examples below of
states where existing exceptions to private lottery re-
strictions, as well as state credit union law, may allow
a credit union to offer a PLS preduct. Keep in mind,
however, that each state has very spesific rules and
limitations that should be thoroughly researched by a
legal team: familiar with a state's gambling laws before
designing or offering a PLS product,

i. Michigan: As the Save to Win experience attests,
it is possible to offer a PLS product in Michigan un-
der the state's Savings Promotion Raffles provigion,
which permits raffles In which the only consideration
required for a consumer to have a chance to win is
the deposit of money into a savings product, State
gambling laws permit PLS products - Savings Promo-
tion Rafiles are specifically cited as an exception to
the ban on private lotteries,

2. Arlzona: Under existing state gambling law, quali-
fied tax-exempt organizations, which may include
credit unlons, are permitted to conduct rafiles sub-
ject to several restrictions. In terms of banking law,
Arizona state-chartered credit unions are not explicitly
granted the authority to operats raffles; however, thay
are granted the rights, powers, and privileges of fed-
eral credit unions. While the National Gredit Union Act
Is sitent regarding rafiles, the industry regulator, the
National Credit Union Administration (NCUA} has pro-
mulgaied regulations that explicitly authorize credit
unions to engage in raffles for marketing purposes,2

3. Georgla: Under existing state gambling law, a
qualifying nonprofit, which Includes staie and fed-
eral credit unlons, may conduct up 1o ong raffle per-
year with a license from the county sheriff, In terms
of banking law, Georgia state-chartered credit unions
are not éxplicitly granted the authority to operate
raffles. However, with approval from the Department

- of Banking -and Finance, they may undertake other

actlvities which are not inconsistent with state law
or regulation, including powers afforded to federally
chartered credit unions, )

25 12 CFR 721.3¢h).
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APPENDIX:
Survey Data Table*®

26 A tofal of 6,027 Save to Win account holders completed
a voluntary survey. Of these, 5,830 could be matched to
credit union account activity data.
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APPENDIX
2009 Save to Win®M Credit Unions

as of August 2009
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APPENDIX
Credit Union.Champions

The CU Project Champions led implementation at each of the 8 participating credit unions. The Champions met on
a weekly basis throughout the year to share Ideas and best practices, Prior to the product launch, these individuals
also participated on key planning sub-teams focused on marketing and operations,

Heather Bade

Vice President of
Marketing and
Human Resources,
Central Macomb
Community Credit
Union

Healher Bade is the
Vice President  of
Marketing and Human Resources for Central Macomb
Community Credit Unlon. She hoids a Bachelor's
degree in Buslness Administration and is currently
working on a Masters of Business Administration with
an emphasis on Leadsrship through Baker Collegs.
Heather actively participates in the Matro East Chap-
ter of Gredit Unions as a representative to the Michi-
gan Credit Union League CU Difference Committes
and serves on the Program and Events Committes for
the Chapter. She is alsc involved on the Credit Union
Executives Soclety CU Emerge committes.

Jenny Bickef
Marketing Manager,
Frankenmuth Credit
Union

Jenny Bickel is the
Markseting Manager at
Frankenmuth  Gredit
Union. Jenny is proud
that she has been
able to serve the members of Frankenmuth Credit
Unilon for the past 19 years and looks forward to sery-
ing in the future. White in cellege, Jenny worked in
almost every departmernt of the Credit Union, which
gave her hands on experience and a passion for her
-~ work and for her Credit Union, Jenny graduated from
Saginaw Valley State University in 1994 with a Bache-
for of Business Administration degree in Marketing, “It
was an honor and a privilege to work with the rest of
our 2009 Save To Win team in this pilot year®, stateg

Bickel. “The collaborative spirit of Credit Unions dis- -

playad in this project and going forward proves again
that Credit Unions are really out for the better good of
all of its members.”

Jenny Bulgrien
Marketing Manager,
E&A Credit Union
Jenny  joined E&A
Credit Unlon In July
of 2007. Jenny holds
a Bachelor of Science
in Business Adminls-
tration from Central
Michigan University, As a Marketing Major, Jenny
graduated from CMU Summa Cum Laude In May of
2004. Jenny is an active membaer of the Metro East
Chapter Charity Committes where she holds the pogi-
tion of Public Relations Officer,

Michael Dittenber :
Deposjt Praduct Analyst, Nullnion Credit Unio,
Michael Dittenber has worked for NuUnlon Credit
Union for 10 years. Michael started as a Branch
Assistant/Teller and has since worked as a Finan-
cial Relationship Adviscr, providing member service
and loan application assistance. Currentily, Michael is
the Credit Union's Deposit Product Analyst. Michast
supports product development and maintenance and
Nulinion’s deposit area help desk that assisis the
front line staff with any questions or issues involving
ceposit products.

Lauren Vance

Vice President of
Strategic Develop-
ment & Product
Delivery, Christian
Financial Credit
Union

Lauren Vance is the
Vice President of
Strategic Development & Product Delivery for Chris-
tian Financial Credif Union and has been with CFCU

“for nine years. She recently completed her Masters

Degree in Integrated ‘Marketing Communications
through Eastern Michigan University. She is alse cur-
rently enrolled as part of the 2011 Class of CUNA
Management School and serves as a MetroEast
Chapter representative to the MCUL CU Difference
Campaign.
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Kim Vermander
Senior Vice Presi-
dent, Communni-
cating Aris Credit
Union

Kim L. Vermander
is the Senior Vice
President of Com-
municating Arts Credit Unlon. With over 25 years in
the cradit unicn Industry she lives and breathes the
credit union motto “people helping peopte.” While at
CACH, Kim has re-written the loan policles to make
funds more accessible to the underserved, created
new alternatives 1o predatory lending practices, de-
veloped a series of financial education seminars, and
is responsible for bringing CACU's first full service
branch to fruition from the ground up - in one of the
most economically distressed cities in the country,
Hightand Park. In 2009 Kim was the project manager
for an innovative prized linked savings program called
“Save ic Win" piloted with 8 other Michlgan credit
unlons. Cutrently Kim Is participating in the Detroit
Regional Chambers *Leadership Detroit” program, an
excluslve regional program that gives emerging and
existing leaders the foundation to impact change in
the community.

Karen Wistzke
Executive Vice
President, Option 1
Credit Union

Karen Wietzke has
been with QOption 1
Credit- Union for 12
years, with a total of
27 years in the credit union Industry. In her position as
Executive Vice President, Karen oversees all Opera-
tions, which includes 8 branches as well as thelr Cor-
porate Office. She Is also respansible for our Informa-
tion Technclogy Department, Human Resources and
Buslness Development. Karen Is a strong advocate
of providing our members with products and services
that provide them with a direct benefit. As such, the
Save 1o Win Program was a great fit and was a hit in
no time, Save to Win, has provided their members
with & tool that makes saving fun and easy, with the
added ability to win cash prizes. it has been a product
which has encouraged some of their non-savers to
become savers and that, in and of itself, can be con-
sidered as a financial success for the member.

Anne Winn
Marketing Assistant,
ELGA Credit Unjon
Anne Winn Is the Mar-
keting Assistant at
ELGA Credit Union,
She has over five
years In the credit
union industry, gaining experience from muitiple roles
which include working in the Cell Center and as a
Member Services Representative. Being the point
persan internally for the Save to Win program, Anne
nas learned to deal with the fast pace and demands
of such a challenging and rewarding program. She
takes a personal satisfactlon working with the par-
ticlpants and watching members' savings grow in a
struggling sconomy. Anne graduated from the Uni-
versity of Michigan-Flint in 2007 with her BBA and a
concentration in marketing.
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